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E.O. 11652: N/A 
TAGS: EFIN, EINV, EG 

SUBJ: COMMENTS OE MINFIN UNDERSECRETARY ON 1978 STATE 
- BUDGET 

REE: CAIRO 615 

1 . ON JANUARY 10 EMBOFF CALLED ON MINFIN UNDERSECRETARY 
FOR BUDGET MOHAMED ABDOU TO DISCUSS VARIOUS ASPECTS OF 
1978 STATE BUDGET. IN ADDRESSING DOUBLE COUNTING PROBLEM 
THAT HAS CONTRIBUTED TO CONFUSION OVER BUDGET PROCESS IN 
PAST, ABDOU NOTED THIS PRIMARILY RESULT OE INTERNAL 
TRANSFERS TO PUBLIC SECTOR AUTHORITIES EROM MINISTRIES. 

DUE TO THIS PROCESS CERTAIN ITEMS ARE ADDED IN TWICE, 

ONCE IN MINISTERIAL BUDGET AND AGAIN IN PUBLIC SECTOR 
AUTHORITY ACCOUNTING. ABDOU SAID RULE OF THUMB IS 
THAT PRACTICE ARTIFICIALLY INFLATES BUDGET TOTAL BY ABOUT 
25 PERCENT. THUS OF 1978 LE 8883 MILLION TOTAL (REE) 

NET EXPENDITURES ARE APPROXIMATELY LE 6400 MILLION. 
BUDGET,ACCORDING SOURCE, IS CALCULATED THROUGHOUT AT 
OFEICIAL RATE OF EXCHANGE. COMMENTING FURTHER ON EXCHANGE 
RATE CONEUSION, ABDOU POINTED OUT THAT MINFIN/MINECON HAD 
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INTRODUCED NEW UNIFORM PROCEDURE IN 1978 IN HANDLING 
FOREIGN EXCHANGE AND INVESTMENT BUDGET CALCULATIONS. NOW 
EVERY ITEM REQUIRING FOREIGN EXCHANGE IS ALLOCATED AT 
PARALLEL RATE AS WELL. THROUGH THIS BUDGET OFFICIALS 
HAVE MADE EEFORT TO ELIMINATE HIDDEN SUBSIDIES RESULTING 
FROM EXCHANGE RATE DIFFERENCES. 
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2. ON INVESTMENT BUDGET ABDOU NOTED THAT TWO FIGURES MAY 
BE USED: LE 2450.6 MILLION WHICH IS PAR AT, I FT, RATE 

FIGURE EQUIVALENT TO LE 1372 MILLION AT OFFICIAL RATE 
(LE I EQUALS $2.56 AT OFFICIAL RATE; $1.43 AT PAR AT, TFT, 

RATE). INVESTMENT BUDGET IS LE 390 MILLION ABOVE 1977 
PROGRAM. ABDOU CONTENDS THIS IS MERELY KEEPING PACE WITH 
ECONOMIC EXPANSION AND NOT NECESSARILY INFLATIONARY NOR 
OVERLY AMBITIOUS. INVESTMENT PROGRAM ALSO CONFORMS TO 
PROGRAM OUTLINED IN 1978-82 FIVE-YEAR PLAN. 

3. ON DEFICIT ABDOU SAID INTERNAL DOMESTIC DEFICIT OF 

LE 322 MILLION WILL BE FINANCED BY LOCAL EGYPTIAN BANKING 
SECTOR. THOUGH HE CONCEDED ANY BUDGETARY DEFICIT IS BY 
DEFINITION INFLATIONARY, ABDOU POINTED OUT THIS IS ROUGHLY 
LE 80 MILLION UNDER 1977 PROJECTED DEFICIT AND EVEN 
GREATER DIFFERENCE EXISTS BETWEEN ACTUAL 1977 DOMESTIC 
DEFICIT WHICH ABDOU ESTIMATES AT LE 480 MILLION. 

4. ON THE FOREIGN EXCHANGE BUDGET ABDOU ADMITS GAP WILL 
STILL BE HIGH (HE ESTIMATED $2 BILLION) BUT STRESSED 

THAT PRESENT PROJECTIONS ARE STILL SUB- 
STANTIALLY LOWER THAN 1977 FIGURE OF $3.2 BIT,!, ION. 

5. COMMENT: ABOVE MAY BE OF USE IN INTERPRETING STATE 
BUDGET TOTALS REPORTED REFTEL. ABDOU'S COMMENTS PARA I 
SERVE TO CLARIFY CERTAIN PROBLEMS WITH BUDGETING PROCEDURE 
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AND HIGHLIGHT REMEDIAL STEPS GOE HAS TAKEN TO REMOVE 
INDIRECT SUBSIDIES DUE TO EXCHANGE RATES. FROM THIS 
PERSPECTIVE BUDGET CANNOT BE CONSTRUED AS HIGHLY 
INFLATIONARY. HOWEVER, CONTINUED GOE RELIANCE ON LOCAL 
BANKING SECTOR (PARA 3) CAN ONLY LIMIT FINANCIAL RE- 
SOURCES AVAILABLE TO PRIVATE SECTOR AND FURTHER STYMIE 
PRIVATE SECTOR EXPANSION. ETT.TS 


LIMITED OFFICIAL USE 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channei indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 1 1 jan 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978CAIR001059 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D780016-1047 

Format: TEL 
From: CAIRO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t1 97801 77/aaaacncr.tel 

Line Count: 101 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: f494eae4-c288-dd11-92da-001cc4696bcc 
Office: ACTION NEA 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 78 CAIRO 615 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 05 may 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: N/A 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3795482 
Secure: OPEN 
Status: NATIVE 

Subject: COMMENTS OF MINFIN UNDERSECRETARY ON 1978 STATE - BUDGET 
TAGS: EFIN, EINV, EG, STATE 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/f494eae4-c288-dd1 1 -92da-001 cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 



